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MINUTES 

PUBLIC MEETING 

ARIZONA STATE RETIREMENT SYSTEM BOARD 

 

Friday, April 16, 2010 

8:30 A.M., MST 
 
The Arizona State Retirement System (ASRS) Board met in the 10 th Floor Board Room, 3300 N. 
Central Avenue, Phoenix, Arizona.  Mr. David Byers, Chair of the ASRS Board, called the meeting to 
order at 8:33 A.M., MST. 
 
The meeting was teleconferenced to the ASRS office at 7660 E. Broadway, Tucson, Arizona 85710. 
 

1. Call to Order; Roll Call; Opening Remarks 

 
Present: Mr. David Byers, Chair 
 Mr. Tom Connelly, Vice-chair  
 Mr. Jaime Gutierrez (via teleconference) 
 Mr. Chris Harris  
 Dr. Keith Meredith 
 Mr. Michael Townsend  
 Mr. Larry Trachtenberg (arrived at 8:38 a.m.) 
 Mr. Steve Zeman 
 
Absent:  Mr. Jim McLaughlin 
 
A quorum was present for the purpose of conducting business. 
 
Mr. David Byers said agenda items 4 and 5 would be switched to accommodate the schedule of a 
trustee. 

 

2. Approval of the Minutes of the March 19, 2010 Public Meeting of the ASRS Board and the 

March 19, 2010 Executive Session of the ASRS Board 
 

Motion:  Mr. Steve Zeman moved to approve the minutes of the March 19, 2010 Public Meeting of 
the ASRS Board and the March 19, 2010 Executive Session of the ASRS Board. 
 
Mr. Michael Townsend seconded the motion. 
 
By a vote of 7 in favor, 0 opposed, 0 abstentions, and 2 excused, the motion was approved. 
 

3. Presentation, Discussion and Appropriate Action Regarding the 2010 Legislative Session 

 
Mr. Pat Klein, Assistant Director, External Affairs, and Ms. Sorensen, Government Relations Officer, 
addressed the Board regarding the 2010 Legislative Session.  Ms. Sorensen noted, on April 14, the 
Governor signed HB2389 (ASRS; plan design; refunds), which will have several impacts on the 
ASRS.  She explained the bill modifies ASRS statutes to mitigate the upward pressure on the 
contribution rate and help ensure the longevity of the Trust Fund.  Ms. Sorensen outlined the 
provisions of the bill.  Mr. Byers congratulated Ms. Sorensen on her hard work on the bill. 
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Mr. Larry Trachtenberg arrived. 
 
Ms. Sorensen said Mr. Dennis Hoffman has been nominated by the Governor to be a member of the 
ASRS Board.  His appointment as an ASRS Board member may or may not be confirmed this year, 
due to the Legislature possibly ending their session before proceeding further with the confirmation.  
 

4. Presentation, Discussion and Appropriate Action Regarding the Implications of Potential 

State Legislation to Move Arizona Department of Administration (ADOA) Retirees into the 

ASRS Retiree Health Insurance Program 

 
Mr. Klein addressed the Board regarding the implications of potential state legislation to move 
retirees from the ADOA Retiree Health Insurance Program into the ASRS Retiree Health Insurance 
Program.  He explained HB 2654, with reference title of “State, Retirees Health Insurance Pool” as 
sponsored by Representative Heinz, (D – Tucson), in its original form: 

 Requires the ASRS to be the sole provider of retiree health insurance coverage to public 
sector employees; 

 Establishes an uncompensated Board of Trustees to administer the state Health Insurance 
Trust Fund; 

 Restructures premium sharing for non-state agency employers in the Arizona Department of 
Administration (ADOA) health plan, and; 

 Requires ADOA to issue an RFP for a feasibility study on opening the ADOA health plan to 
small employers.   

 
Mr. Klein said the bill has only had a second read in the House, as of February 9, 2010.  He noted, if 
HB 2654 were enacted, all public sector retirees, including the Cities of Tucson and Phoenix which 
offer separate and distinct retirement plans, would be eligible for retiree health insurance from the 
ASRS.  Mr. Klein said the bill would also require all ASRS employer partners to discontinue their 
offering of employer-provided retiree health insurance.  The largest ASRS employer partner is the 
state.  Its retiree health insurance program is administered by the ADOA.  Mr. Klein presented 
comparisons of the ADOA’s retiree health insurance plans with those offered by the ASRS.   
 
Mr. Byers noted the ASRS did not promote this bill.  Ms. Sorensen said the sponsor has tried to find 
a way to move the bill forward, but has not yet been successful.  It is likely the bill will be seen again 
in the next session.  
 
Mr. Klein said staff is investigating what effect the bill passing would have on ASRS rates. 
 
Mr. Byers asked the Operations Committee to work with staff to ensure all the possible implications 
of the bill are understood. 

 

5. Presentation, Discussion and Appropriate Action Regarding the Implications of the 

Patient Protection and Affordable Care Act (HR 3590) and the Health Care and Education 

Reconciliation Act of 2010  

 
Mr. Klein addressed the Board regarding the details and implications of national health care reform 
as they may affect the ASRS.  He explained, on March 21, 2010, the U.S. House of Representatives 
passed H.R. 3590, the Patient Protection and Affordable Care Act, and President Obama signed the 
bill into law on March 23, 2010.  Mr. Klein noted, the Health Care and Education Reconciliation Act 
of 2010 (H.R. 4872), otherwise known as the budget reconciliation bill, amends the health care 
reform law signed by the President making changes that were needed to obtain House approval of 
the Senate’s health reform bill that the House approved on March 21.   
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Mr. Klein gave a presentation summarizing the possible implications of the two new laws.  Mr. Klein 
said these two new laws may have little substantive impact on ASRS retirees enrolled in any of the 
ASRS retiree heath insurance plans, at least for the next two years.  He said premiums, co-
payments, most coverage and virtually all other aspects of the ASRS health insurance plans should 
remain unchanged by the new legislation.  He noted, however, the ASRS annually conducts a 
renewal negotiation with its insurers for its medical and dental plans and depending on each plan’s 
claims experience and medical/dental expense trends, premiums or benefit levels may be adjusted. 
 The ASRS is in the first year of a five-year renewable contract with UnitedHealthcare of Arizona for 
medical/prescription drug plans. 
 
Mr. Klein gave a brief summary of some of the relevant provisions included in the federal legislation 
and the impact to the ASRS over the next two years.  He said the legislation calls for a number of 
provisions to be implemented over several years, and the long-term impact is unknown at this time.   
 
Mr. Jaime Gutierrez left the meeting at 9:37 A.M. 
 
Mr. Benton Davis, Western States CEO, UnitedHealthcare, and Ms. Cynthia Polich, Ovations Chief 
Strategy Officer, UnitedHealthcare, answered questions from trustees and staff. 

 

6. Presentation, Discussion and Appropriate Action Regarding Governance Handbook 

Review  

 
Mr. Paul Matson, Director, addressed the Board regarding potential modifications to the Governance 
Handbook, as recommended by the Investment Committee, individual trustees, and staff.   He said 
some changes were simple clarifications, some were updates in accordance with trustee comments, 
some were made according to prior Board decisions, and others were changes recommended by 
the Investment Committee. 
 
Mr. Chris Harris suggested it might be beneficial to bring someone in next year, to see if what the 
ASRS does is best practice.  He gave the example that manager hiring used to be, but is no longer, 
done by the Board.  Mr. Larry Trachtenberg commented an evaluation might be good in theory, but 
the ASRS might get advice that doesn’t make sense for our particular situation.  He said Board 
meetings would take days if the Board had to make decisions regarding the hiring of Private Equity 
and Real Estate managers. 
 
Mr. Matson said he has engaged the ASRS to participate in and receive a study by Cortex, for a 
very minimal cost, to do governance research on current (not best) practices of government funds, 
nationwide.  He hopes Canadian clients may be included as well.  Mr. Matson noted the ASRS also 
exchanges information with NASRA and NASIO in this area. 
 

Motion:  Mr. Tom Connelly moved to approve the changes made to the Board Governance Policy 
Handbook as recommended by the Investment Committee and staff. 
 
Mr. Steve Zeman seconded the motion. 
 
By a vote of 7 in favor, 0 opposed, 0 abstentions, and 2 excused, the motion was approved. 

 

7. Presentation, Discussion and Appropriate Action Regarding the New Supplemental 

Salary Deferral Plan (SSDP) 

a) Plan Design(s) and Documents  

b) Investment Options 

 
Mr. Matson addressed the Board regarding the new Supplemental Salary Deferral Plan (SSDP) plan 
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design(s), plan documents, and investment options.  He reviewed the asset classes and individual 
investments comprising the investments offered by Teachers Insurance and Annuity Association - 
College Retirement Equities Fund (TIAA-CREF).  He explained there are 12 - 16 risk categories or 
asset classes, depending on how the categories are arranged.  There also is a socially-conscious 
fund, for those who may be interested.  He discussed the theory and approach to both the plan 
offering and investment structure. 
 
Mr. William Hurley, Managing Consultant, Institutional Client Services, TIAA-CREF, answered 
questions from the Board and staff. 
 

Motion:  Mr. Steve Zeman moved to approve the Supplemental Salary Deferral Plan (SSDP) 
investment options and plan design model as presented,   
 
and 
 
to amend the Board duties under the SSDP Management and Oversight Process adopted on 
November 23, 2009, to remove the duty to “Approve Plan documents and any future amendments.” 
 
Mr. Larry Trachtenberg seconded the motion. 
 
By a vote of 7 in favor, 0 opposed, 0 abstentions, and 2 excused, the motion was approved. 
 
Mr. Byers commented this is a very low cost program and commended Mr. Matson for his hard 
work. 
 

8. Notification of Upcoming Board Elections to Occur at the May 21, 2010 Board Meeting  

 
Mr. Byers addressed the Board regarding upcoming Board elections to occur at the May 21, 2010 
Board Meeting.  Pursuant to the ASRS Board Governance Handbook, the ASRS Board is to elect a 
Board Chair and Vice-chair for Fiscal Year 2010/2011.  The new Chair and Vice-chair positions will 
become effective July 1, 2010, and will continue through June 30, 2011. 

 

9. Director’s Report 
 
Mr. Matson presented the Director’s Report.  He pointed out there were two compliance reviews with 
no infractions.  The report indicated there were seven delinquent employers, but only three 
remained delinquent: Excalibur Charter School, Tertulia Charter School, and Stepping Stone 
Academy.   
 
Mr. Matson indicated that fiscal year to date Total Fund investment returns were estimated to be 
approximately 24%.  Cash flow continues to be monitored closely. 
 
Mr. Matson said Mr. Byers has been approved by the full Senate as an ASRS Board member. 
 

 Possible Presentation Regarding Board Committee Updates 

 
Mr. Steve Zeman, Vice-chair, External Affairs Committee (EAC), said the next EAC meeting will take 
place May 7, 2010 at 10:00 A.M. 
 
Mr. Tom Connelly, Chair, Investment Committee (IC), said the next IC meeting will take place June 
14, 2010 at 2:30 P.M.  Mr. Gary Dokes, Chief Investment Officer, said it is likely the IC will also meet 
in May.   
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Mr. Steve Zeman, Chair, Operations Committee (OC), said the next OC meeting will take place April 
22, 2010 at 10:30 A.M. 

10. New Agenda Items 

 
Mr. Byers requested health care be addressed. 
 

11. Call to the Public 

 
No members of the public requested to speak. 

 

12. The next ASRS Regular Board meeting is scheduled for Friday, May 21, 2010, at 8:30 

A.M., at 3300 N. Central Avenue, 10th Floor Board room, Phoenix, Arizona. 

 

13. Adjournment of the ASRS Board 
 
Mr. Byers adjourned the Board meeting at 10:45 A.M. 
 
ARIZONA STATE RETIREMENT SYSTEM 
 
 
 
    
Lisa Hanneman Date Paul Matson Date 
Board Secretary Director 


